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$40 benchmar1< S35,858,893 S32,685,777 8.8% $24.752,762 31.0% S16,816,312 53.1%
$30 benchmar1< I S51 ,951 ,872 S46,883,995 -~l--. S34,94O,866 32.7% S23,58O,297 . 546%
S20 benchmark: $72,293,239 S64,524,458 10.7% S47,692,436 34.0% $32,286,176 " 55.3%
HH Income $29.792 $40,625 ":==:·::::=._$32,43.l!. "-:.-::= ~-- $28,687 I

[~§E~~·:-!-~-7-:~-:-:~-~ i -~~-:~-2:-E :====~:=--~·-·-~:-l-~~ ..-.. ··:;;;=.::··~:-::;-'=-f:::;=~:c;~::::,:;+~_.. --'",,--,,-·-~i~i:.:::·~.;:=+~-~::!:~:::5-::·~~.:,.:1-~::r:~:3:C- -••.-.... ;fi~
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At the 9O%,~~.d 50% levels, the household income is the hiahest incom:iI==~=ra.£ke~::=J: _-__.. -_-.....:.._:.=_.:._-=_..1--\--==.====:::':'

Sources: BCM2, 1990 Census of Population and Housing Summary Tape Fi.l!..~•.." , _._.. , _L_..,.,_.._._._.---'__.-_.-_-- - ..-.--'-
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$20 bench!!1:::a::.,:rk:.........1-=.$1.:.:4:.c.6:.:64:.=!..:,1.=:82::.!,8=.1:.:8+.::..$1:..:3:.c:,3:.:5.=:2'c::.04..:..:7C!.:.2:.:3::.7+__ .. _..!~% .$10!~.~,898,8Q!.._
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APPENDIX B

Description of methodological approach

The BCM2 with the unadjusted default values was used to compute the cost of providing
basIc local exchange service in each of the nation's more than 200,000 census block groups
(CBGs) 15 These cost results were compared with three different monthly revenue
benchmarks - $20, $30 and $40 - in order to estimate the universal service funding (USF)
requirement on a state-by-state basis (i.e., to generate the "default" results of the BCM2)
This IS the "baseline" case ie., the scenario whereby all households in high-cost areas
would be eligible for subsidization, regardless of their mcome level

Because the BCM2 does not include any of the income data from the Census data base
for the CBGs whose proxy costs the Model undertakes to evaluate" this data was obtained
from the Census Bureau and integrated with the BCM2 data base Median household income
was selected as an appropriate metric from the income data contained in the Census CBG data
basel/' The purpose of the analysis was to overlay CBG income and CBG cost. Three
different possible income guidelines for determining high-eost eligibility were defined and
analvzed

Only those CBGs with incomes below the 50th percentile (i.e" below the median
income level) for each state would be eligible for high-cost support 17

Only those CBGs with incomes below the 70th percentile for each state would be
eligible for high-cost support (i.e the highest 30% would be ineligible)

Only those CBGs with incomes below the 90th percentile for each state would be
eligible for high-cost support (ie the highest 10% would be ineligible).

15 Use of the BCMl Model In no way implies endorsement of thIs model for determination of high-cost support
limding, In fact, there is no reason to expect the pattern or overall magrutude of the results of this study to be
substantially different if another cost proxy model is adopted The BCM2 IS designed in such a way as to a permlt the
modification of certain "user-specified" values, While the BCM2 default values were not revised for this analvsls
their use does not in any sense constitute agreement with these values

If! 1990 Census ofPopulation and Housing Summarv Tape File 3.lIbese data prmllde the most recent Income
statistics available from the Census Bureau. Mean and median household incomes have nsen m nominal tenns [rom
1990 to 1995, (see Current Population Reports, Series P-60, Income St.atlstics BranchlHHES Division, US Bureau 01

the Census) and therefore there IS a temporal rrusmatch between the costs exammed (which are based upon estimates
made m 1(97) and the mcomes examined (which were reported In 19(0) One would expect, therefore, that the
actual" average mcomes are greater than those reported in 199t) flus nllsmatch of years does not influence the

results of our analySIS because we examine the mcome stratIficatIOn rather than the Income leveL but It may mthlencl"
an\;udgmenL~ that regulator~ may make about the appropnate IIlcome guidelines for a hIgh-cost timd

Because the analySIS relIcs upon a ranking of the CBCJs, the 50th, 70th, and 90th percentiles do not include
500

/" 7(}% and 90% of the households, but rather 50%, i 1"/" and 90°", of the CT~Gs
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While the median household income for the US as a whole is $30,056, there is
considerable variation in income levels from state to state. For example, Connecticut has the
highest median household income ($41,721), while Mississippi has the lowest ($20.1 36)
Since mcome levels tend to bear at least some relationship with the cost of living in a
particular area (such as a state), the income distribution within each state was used to identifv
those CBGs falling below the three income thresholds (50th, 70th and 90th percentiles,
respectively) For computational purposes, the 500./0, 30%, and 10%, of the CBGs,
respectively, with the highest incomes, were identified to provide a reasonable approximation
of comparing CBG incomes to the statewide Income that corresponds with the 50th, 70th and
()()th percentiles.

It should also be noted that all of the average income figures are biased downward
because of the way the US Census Bureau treats incomes over $150,000 The Census Bureau
places all those with incomes above $150,000 into the same bracket Because of this
grouping, a household with a $ I-million income IS given the same statistical weighting as one
with a $150,000 income Thus, very high incomes cannot be accurately captured in the
analysis Taking this fact into consideration would mean that many states and individual
CBCis are even wealthier than they are represented to be by the Census data. IS This fact does
not however, affect the results because the CBGs in this income bracket would be assigned to
the top percentiles, regardless of the "correct" absolute median average. However, it is
relevant to an assessment of affordability and to the design of faIr income guidelines

Table B-1 below summarizes state-specific data and results for the country 19

1X Furthennore, as noted previously, the incomes are those thal were reported in 1990

19 The median income tor each state and the Income cap for the 50th percentile do not match because the state
medIan income IS based upon a rankIng of households, while the I TSF support analysls discussed in this paper Telles
upon a rankIng of eBG,
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TABLE B·1
RESULTS OF STATE·SPECIFIC ANALYSIS
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the foregoing "Comments of Time Warner Communications Holdings Inc" were hand delivered Ilr
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Commissioner Susan Ness, Chair *
Commissioner
Federal Communications Commission
1919 M Street. N.W.
Room 832
WaShington, DC 20554

CommIssioner Harold Furchtgott-Roth *
Commissioner
Federal Communications Commission
1919 M Street, N. W.
Room 802
Washington, DC 20554

Commissioner Gloria TristanJ *
C:ommissioner
Federal Communications Commission
1919 M Street. N.W.
Room 826
Washington, DC 20554

The Honorable Julia Johnson, State Chair
Chairman
Florida Public Service Commission
2540 Shumard Oak Blvd.
Gerald Gunter Building
Tallahassee, FL 32399-0850

The Honorable David Baker
Commissioner
Georgia Public Service Commission
244 Washington Street, S.W.
/\tlanta, GA 10334-5701

* Filing was hand-delivered, not sent via U.S. Mail

The Honorable Patrick H. Wood, IlL
Chairman
Texas Public Utility Commission
1701 North Congress Ave.
Austin. TX 7870 I

Martha S. Hogeny
Missouri Office of Public Council
301 West High Street, Suite 250
Truman Building
Jefferson City, MO 65102

C:harles Bolle
South Dakota Public Utilities Commission
State Capitol. 500 East Capitol Street
Pierre. SO 57501-5070

Deonne Bruning
Nebraska Public Service Commission
300 The Atrium, 1200 N Street
P.O. Box 94927
Lincoln. NE 68509-4927

James Casserly *
Federal Communications Commission
1919 M Street, N W.
Room 832
Washington. DC 20554



The Honorable Laska Schoenfelder,
Commissioner
South Dakota Public Utilities Commission
State CapitoL 500 East Capitol Street
Pierre, SO 57501-5070

Ann Dean
Maryland Public Service Commission
16th Floor, 6 Saint Paul Street
Baltimore, MD 21202-6806

Barry Payne
Indiana Office of the Consumer Counsel
100 North Senate Avenue, Room N501
Indianapolis, IN 46204-2208

James Bradford Ramsey
National Association of Regulatory

Utility Commissioners
1100 Pennsylvania Ave. N.W.
P.O. Box 684
Washington, DC 20044-0684

Brian Roberts
California Public Service Commission
244 WaShington Street, S. W
Atlama, GA 30334-5701

Tiane Sommer
Georgia Public Service Commission
244 Washington Street, S. W
Atlanta, GA 30334-5701

Sheryl Todd (9 copies) *
Federal Communications Commission
,<Xccounting and Audits Division
Universal Service Branch
2100 M Street, N.W, Room 8611
Washington, DC 20554

Kevin Martin *
Federal Communications Commission
Commissioner Furchtgott-Roth's Office
1919 M Street, N.W., Room 802
Washington, DC 20554

* Filing was hand-delivered, not sent via U.S. Mail

Rowland Curry
Texas PubliC Utility Commission
1701 ~orth Congress Avenue
PO Box i 3326
Austin .. TX 78701

Bridget Duff, State Staff Chair
Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee .. FL 32399-0866

Irene Flannery, Federal Staff Chair *
Federal Communications Commission
Accounting and Audits Division
IJniversal Service Branch
2100 M Street, N. W., Room 8922
\.\lashington, DC 20554

Paul (jallam "
Federal Communications Commission
(:ommissioner Tristani I s Office
!919 M Street, N.W., Room 826
'Washington. DC 20554

l__ori Kenyon
\Iaska Public Utilities Commission
1016 West Sixth Avenue. Suite 400
\nchorage AK 99501

\'lark Long
Florida Public Service Commission
2540 Shumard Oak Blvd.
fallahassee .. FL 32399-0866

Sandra Makeef
Iowa lJtilities Board
Lucas State Office Building
Des Moines, IA 50319

Phil ip F. McClelland
Pennsylvania Office of Consumer Advocate
1425 Strawberry Square
Harrisburg, PA 17120
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International Transcription Service *
Room 140
2100 M Street, N.W.
Washington. D.C 20554

* Filing was hand-delivered. not sent via U.S. Mail
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